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1. 
INTRODUCTION

In Article 7 and 8 of Public Internal Financial Control Law is defined  accountability of the head of the entity and line managers or persons to whom the head of the entity transferred the authorizations and accountability in accordance with the Rulebook on the manner of giving mandates and Rulebook on the manner of implementing general financial processes.

The purpose of these guidelines for management accountability (hereinafter: Guidelines) is:
·    to explain what it means in practice managerial accountability
· to explain the link between managerial accountability and financial management and control

· to pointing out certain preconditions for the development of managerial accountability
· to give examples of the most common obstacles for the development of managerial accountability

· to indicate for some of the measures for the development of managerial accountability within the organization.
Guidelines have been prepared based on an analysis by the Central Harmonization Unit conducted in the areas of financial management and control related to the understanding and application of the managerial accountability in practice.

The guidelines are intended for management structures, including heads of entities and all levels of managers (government advisors, heads of departments, etc.).

2. MANAGERIAL ACCOUNTABILITY
2.1 Managerial accountability of the head of organization

Management accountability means that the head of the entity is responsible for legal, purposeful and expedient use of funds. He is also responsible for the establishment of all necessary preconditions, especially for efficient and effective functioning of the financial management and control system, to ensure lawful, purposeful and expedient use of funds.

This accountabilityapplies to all allocated budget funds (from all sources of financing), even when the funds pass through the institution of the second or even the third level of the budget user. The first level of the budget user receives funds to achieve a specific purpose (or purposes) as budget user first line will organize the use of these funds is the accountability of the first level. 
Accountability then imposes an obligation of budget users from the first level to provide not only spending funds for the intended use and purpose, but also their efficient and effective use and also whether the funds allocated to the second and third levels of budget users are properly used .

So, relevant ministries and local self government units should ensure respect for the principles of lawful, dedicated and purposeful use of resources, and coordinating the establishment of an efficient and effective financial management and control system of budget users within their jurisdiction.

Managerial accountability means retaining control without controlling everything. It is true that the head of the entity bears ultimate responsibility. However, it is wrong to count that the head of the entity may be held liable only if all decisions wear if all monitors to the tiniest details. This often leads to other employees it slowly alienated from the processes of internal controls, as they are not clearly arranged authorizations and responsibilities. The inevitable consequence is reduced organizational efficiency, and weak accountability of managers at lower levels and other staff and inadequate development of resources. In particular, it often means that managers from lower levels do not know  with sure how many  budgetary resources at their disposal, nor what goals it can achieve.
That the head of the entity bears the ultimate accountability does not mean that the head of the entity is obliged to carry all the decisions that have to be signed or more documents out of the organization. All decisions and signing of all documents does not provide control of activities in the organization, but quite the contrary, because:

· head of the entity will not be able to devote time to strategic issues or the general supervision and control, and lead on organization
· adoption of certain decisions requires knowledge of some technical detail the specific details, etc., for which the manager does not necessarily have to possess such expertise, he complicates decision making
· even when employees are involved in the decision making process, they are not entitled to the adoption of a final decision, or to appear as responsible persons with their name and signature, resulting in a lack of accountability and inadequate human resources development.

To have an organization in control does not mean that the manager must control each financial and business decision.

With the development of the financial management and control system, the head of the entity can improve the running of the organization's operations. Head of the institution especially should understand the benefits of devolution of authorizations and responsibilities. With clearly defined transmission system and the establishment of appropriate reporting lines, including clear goals and performance indicators, he can keep the general supervision and control and to exercise more, and because it is free of the daily administrative tasks can clearly to focus on achieving the objectives and policies of the organization.

Head of the institution should establish an organization and to appoint managers who have the capacity to implement the goals of the organization (and it effectively and efficiently) and to regulate the authorizations and responsibilities. Such organization of the head of the entity may provide reasonable assurance that objectives will be achieved in accordance with the budget and the services and activities will be delivered effectively and efficiently and that the relevant laws and regulations are respected and decisions will be made in the public interest.

2.2 Managerial accountability of other senior managers
Head of the entity responsible for ensuring that the organization is able to implement the organization's objectives effectively and efficiently. The main accountability of other senior managers are to help the head of the entity to achieve it. Every senior manager would be responsible for achieving the objectives as planned, within budget and in accordance with laws and regulations within its jurisdiction. Every senior manager should be responsible to the Head of the organization for success or failure in meeting these requirements, appropriate measures of accountability, through formal, regular reporting and informally, through meetings and consultations.
Every senior manager should, within its organizational unit that is authorized to regulate the division of work tasks and responsibilities. Such an organization can provide reasonable assurance to senior managers that the objectives are achieved within budget, and that the services are carried out effectively and efficiently, in accordance with relevant laws, regulations and guidelines and that decisions are taken in the public interest. This reasonable assurance should be provided by measures of accountability that should be made by senior manager. These measures for responsibility should enable senior manager to comply with the requirements of the responsibilities imposed by the head of the entity, although in practice the measures of accountability are further developed between the high and low head, than among senior manager and head of the entity.

The requirements that to be met, in order to senior manager be reasonable to ensure that measures of accountability are  effective, are following:

· senior manager, above all, should ensure that directly responsible heads, have clear objectives, performance indicators, budget and other resources
· senior manager should clearly define the authorisations and responsibilities, which would enable the achievement of the objectives within their jurisdiction

· senior manager, also, need to take into account the competencies and the training of managers and other employees that are responsible to him
· senior manager should define the appropriate lines and manner of reporting for achieved results
· to ensure that the financial management and control system, in area of hisresponsibility is funkcioning efficiently and effectively
· where is appropriate, develop and maintain effective relationships with bodies within the entity.
3. RELATION BETWEEN THE MANAGERIAL ACCOUNTABILITY AND FINANCIAL MANAGEMENT AND CONTROL

Without the existence of managerial accountability, it is not possible to develop financial management and control. Without the existence of managerial accountability, financial management and control is focused on traditional budgetary control and security spending of budget funds in accordance with laws and regulations. The aim is to change this practice and the focus of attention to intend on the results that should be achieved for spent budget funds and the efficiency and effectiveness of their implementation.

The most successful manager is one who accomplishvalue for money. To achieve an effective managerial accountability, on managers are need reliable information in a form that meets their needs. To achieve the goals of management accountability related to the results, the manager must have such a budget, that linking funds with the result and follow information of spending in the same form.

Key persons accountability for financial management and control are managers at all levels of the organizational structure.

Head of Financial Affairs Unit has`t main responsibility for the implementation of financial management and control, but he is responsible for coordinating activities related to financial management and control and their operational implementation on level of the entity in accordance with Rulebookfor the way of implementing of the competences of the Financial Affairs Unit, or the role of this manager is to help on managers in setting standards, providing information, advice and, where is necessary, providing analytical support.

Therefore, managers of Financial Affairs Units have primary accountability to ensure spending under the budget, commitments not to exceed the budget, spending is intended to support the overall policy for achieving the goals of the organization and it is done in an efficient and efficient manner in terms of good governance, and that internal controls wich covering finances are properly implementing in practice.

The role of heads of Financial Affairs Units, related on the development of managerial accountability on level of the entity, is as follows:
· to ensure financial leadership within the organization to ensure that all managers take into account the financial information when they make decisions
· to advise other managers on how to use financial information and information about the achievement of results, to enable assessment of the most appropriate way to deliver the services or activities
· planning and preparation of the financial framework necessary to support managers
· testing and support of decision-makers about the financial sustainability of proposed activities for funding
· to ensure that individual managers control costs, revenues and liabilities, by which would ensure that they are consistent with the planned budget
· ensuring that financial information is available to managers in a form that will assist them in making decisions and achieving its goals
· ensuring value for money for operational activities through testing and analysis
· coordination of activities related to financial management and control within the entity
· coordination in conducting the budget process and ensuaring that all managers contribute to this process, by analyzing and examining their proposals and information
· providing timely financial reports (monthly and weekly or in some other periods)
· ensuring that the budget process is delegated functions, limitations and responsibilities are clearly defined and that they respect
· ensuring that there is proper financial planning and supervision of investment projects, regardless of whether it is a new project or maintenance
· to ensure effectiveness and efficiency in all activities of the budget process.
3.1 Preconditions for the development of managerial accountability
Preconditions are defined here are apply to all levels of the organization, and include the following:
· organizational structure, which has the capacity to implement the strategic objectives of the organization

· objectives are clear and defined performance indicators for each organizational unit and area of ​​operation

· measures of accountability and delegation of authority are clearly defined and formalized for each level of management in the organization, including the manner of cooperation with bodies within the entity
· funds (within the adopted budget) are allocated to each management level to which managers are responsible for the costs incurred or revenue collection so that those managers are able properly to carry out their responsibilities

· record-keeping systems, updated information and timely distribution of information within the organization

· systematic review or assessment whether are carried out performance indicators and results, including determination of the causes and take action if they are not realized

· defined appropriatelines and method for achieved results

· systematic review or assessment of the requirements of the users of services or activities provided by the organization, which helps (whether users are inside or outside the organization) to determine whether it is given in accordance with the needs of users within the specified time with standards and is in the form required by the user

· organization is fully aware of the changing circumstances as the circumstances have changed and the services or activities provided are adapted to changes

· when making decisions, managers take into account the risks and seek to manage with these risks

· managers understand that often any service or activity have a broader impact, especially in other parts of the public sector, and that it is important to take into account in decision-making

· managers recognize that transparency of key decisions is very important

· competency and training of managers and other employees.

3.2 Difficulties for development of managerial responsibility in practice

Based on an analysis of the annual reports for the financial management and control system, the helt meetings and presentations with the entities, set out certain difficulties for the development of managerial responsibility that appear in practice, and include the following:
· misunderstyanding of management accountability by the managers or misinterpretation that the organization can have under control only if they can personally control every single financial and business decision

· managers are overloaded because of the need to approve all decisions and documents that are sent outside the organization, and the result is lated decisions or lack of appropriate attention to technical issues

· a lack of developed mechanisms for the transfer of competences and responsibilities, it has the effect of employees in the hierarchy tend to avoid participation in the decision-making process, because that is something they not see as part of the job, and poor participation or lack thereof leads to demotivation effect as an obstacle to further development of professional public administration

· inadequate organizational structure that is difficult to clearly regulating the authorizations and obligations relating to the function, goals and budget management

· the organization's objectives are not clearly defined, or if it is defined at the organizational level there are not distributed across different administrative structures of the organization

· risk assessment, which should be an essential feature of decision-making by management, is considered only as a request of the bureaucracy, which would undertake   employees from the lower level and as a result the assessment and management of risks in large measure is ineffective.

· financial plans (draft budget request and the decision on distribution of the total approved budget) are not sufficiently developed on organizational units and programs, that is not clear to what amount the organizational unit participates in the implementation of the financial plan or at best case are given only parts of budget on managers who are responsible for managing programs, projects and activities

· some managers do not participate in the process of forming the budget and only being told how much budget is available and because there is no link between what is expected of the head (results) and available budget

· reporting for the measures of accountability within the organization is weak or ineffective that does not contribute to the effectiveness and efficiency and, in best case, is focusing on the level of spent money
· lack detailed information (financial and non-financial) for cost analysis and prediction of their future movements

· internal financial controls are created based budgeting inputs (inputs), and the tendency is to focus on the objective that to be achieved and for which spending budget as well as how effectively and efficiently it is done

· lack of understanding of the role of leadership in the financial management and control system
· underdeveloped cooperation with the head of Financial Affairs Unit
· lack detailed financial analysis for new investments or proposals for changes to the existing, which complicates assessment of the financial impact of long term
· no strategic financial planning which would allow assessment of the impact of current and new policies related to the total financing of the organization and for the cases when you have to carry short-term decisions for which is known in advance that in the long term will not be effective

· Underdeveloped mechanisms for supervising the activities of bodies within the entity, as well as in owned companies 

3.3 Measures to develop managerial accountability

The development of strategic and program planning or linking strategic on objectives and the budget, which includes and defining the responsible persons for the implementation of strategic objectives and management of the budget, represent important steps in the development of managerial accountability. Below are some of the measures for the development of managerial responsibility:
· establishment of an appropriate organizational structure that supports the realization of the basic functions of the organization and implementation of identified strategic objectives

· setting clear goals and performance indicators for each organizational unit and area of ​​operation

· linking strategic and operational planning with financial plan (decision for internal distribution of the total approved budget)

· ensuring that the financial plan is prepared properly, in the first place, by analysis and examination of the proposals of the heads, in other words, not only summarize what the heads say that they need

· distribution of the approved financial plan to the level of the organizational unit that has the authorization for making expenditures (undertaking on financial obligations) or revenue management, which allows that budget to be available to the heads who are responsible for managing programs, projects and activities

· ensuring that the delegated authorizations and responsibilities are formally identified within the organizational structure for  implementing the goals and managing budgetary funds allocated to the organizational units for the implementation of programs, projects, activities in their jurisdiction and that such authorizations are regularly reviewed and updated as circumstances are changing
· establishment of reporting lines in accordance with delegated authorization and responsibility in order to monitor the results achieved with the funds allocated for specific programs, projects and activities

· integration of risk management system in the planning and decision making process
· establishing efficient and effective control activities to ensure efficient management of revenues, expenses, assets and liabilities

· establishment of efficient and effective information and communication system that will allow regular and meaningful management information on costs, efficiency, quality and achieved results in terms of objectives, which would allow managers to assess the value for money or to take corrective activities where possible occurrence of exceeding either because of increasing costs or reduced revenues  
· monitoring (monitoring) and evaluation (assessment) of the adequacy, efficiency and effectiveness of financial management and control system and improvement in accordance with the degree of implementation and development

· providing clearly defined ways of cooperation and reporting system between first line budget users and bodies within the entity
· establishing and maintaining effective working relationships with the head of Financial Affairs Unit.
4. CONCLUSION

The responsibility of the head of the entity to achieve the objectives and management of budget funds is defined in the Budget Law and Public Internal Financial Control Law.

Giving authorizations and responsibilities does not exclude the responsibility of the head of the entity. In the process of decentralization of authorizations and responsibilities, the responsibility of the head of the entity remains the same, however, the managers undertake  responsibility to head of the  entity for the part of the operation that is under their jurisdiction. Responsibilities of managers must comply with the assigned authorizations or rights to decide.
Decentralization of authorizations and responsibilities will enable greater efficiency of the managers and generally on the entity, but at the same time it is essential to ensure that managers of which require responsibility know which results / objectives need to achieve, how budget funds are at their disposal, which authorizations have to manage the budget and decision-making, have developed a internal controls system, especially control activities, accounting systems and competent employees.
The purpose of these guidelines is to highlight the importance of managerial responsibility for the development of the entire financial management and control system, the problems that are present in practice, because the further development of financial management and control required  their solution.

Given that the development of managerial accountability largely depends on the specifics of  individual entities (eg, organizational structure, method of managing the budget, the development of business information systems, as and many other elements) is not possible to apply equally universal solutions, but further development will require a detailed analysis of individual examples and exchange of experiences and practices among similar institutions within the public sector.
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